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Abstract

With the continuous development of economic globalization, the
trade relations between countries in the world become more and more
close, which promotes the integration of the global economy. China is
constantly adapting to the development trend of global trade and actively
expanding foreign investment in order to participate in the international
market competition. However, the current international political and
economic situation is complex and changeable, and China's overseas
investment activities have been greatly affected. In this paper, the
uncertainties of host countries' economic policies will be deeply
discussed and how they affect the scale and entry mode of China's OFDI
will be analyzed, which will provide important guidance for China's
foreign economic activities.

This paper discusses four mechanisms, namely real option
mechanism, financing cost, policy information and macroeconomic
development level of the host country, and studies the willingness of the
host country to invest in Chinese investors, and plays a promoting role.
This paper constructs a dynamic panel model to conduct an empirical
study on the relationship between uncertainty and China's OFDI, and
explains the model according to the empirical results. The results show
that: (1) China's FDI is inhibited by the uncertainty of the host country's

economic policies, and this inhibition has a lag effect. Through empirical
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regression analysis, we found that this conclusion is consistent with the
results of previous studies. (2) It can be seen from the regression
coefficients of EPU from 2005 to 2010 and 2011 to 2020 that the negative
impact from 2011 to 2020 is greater. Therefore, the host country's
economic policy as an important factor affecting foreign investment
activities should be paid attention to. (3) Due to the variable economic
policies of host countries, the flow direction of OFDI will be different,
but the impact on the flow direction of greenfield investment is far greater
than that of cross—border mergers and acquisitions.

On the basis of the above research, this paper discusses the
development behavior of China's foreign direct investment from multiple
perspectives, and gives some suggestions for reference. From the
perspective of enterprises, enterprises should be selective in developing
foreign direct investment, choosing those countries with developed
economy, complete infrastructure and loose foreign investment policy.
Strengthen enterprise research and development investment, improve
their own strength. From the point of view of the country, the country
should change the mode of foreign investment and enrich the location
choice of foreign investment. At the same time, ensure the stability of
domestic policy environment, improve the relevant early warning
mechanism, so as to effectively deal with the problems, accelerate the

speed of adaptation to the economic policy environment of the host
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country; We will establish a sound information sharing mechanism,
strengthen international exchanges and cooperation, and strengthen

supervision over the financial sector, especially the banking sector.

Keywords: Host country economic policy uncertainty; OFDI; Mode of

entry; Differential GM
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EPU GDP Open InGS GDPpc InTR

1
EPU  0.371%** 1
GDP  0.641%** (.2]2%** 1

Open 0.163***  -0.0670 0.186*** 1

0.0190 0.0430  -0.0200  -0.0840 1
GDPpc (0.412%%* (.180*** (0.432*** (.270*%** -0.087* 1
0.00400 -0.0550  -0.0220  0.0740  -0.0600  0.0810 1

4.4 TEBKETE

77 Z MK R 5
VIF 1/VIF
R4
GDPpc 1.32 0.755994
GDP 1.27 0.785710
Open 1.11 0.897540
EPU 1.08 0.923014
1.02 0.981099
1.01 0.985344
Mean VIF 1.14
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A (D (2) (3) 4) (5) (6)
EPU -0.0023" -0.0023™ -0.0019* -0.0019" -0.0021" -0.0022"*
(-1.8778) (-2.1207) (-1.7969) (-1.7877) (-1.9516) (-2.0670)
(-10.2221) (-7.9662) (-8.2577) (-8.3570) (-6.8940) (-6.7322)
GDP 0.0320"* 0.0354"" 0.0354"** 0.0388"** 0.0384"**
(5.7564) (6.0058) (5.9915) (6.4191) (6.3268)
Open 0.0098" 0.0097* 0.0041 0.0042
(2.3240) (2.2853) (0.8537) (0.8685)
InGS 0.1688 0.1262 0.1465
(0.4916) (0.3645) (0.4220)
GDPpc -0.3146™ -0.3130"
(-2.3121) (-2.2735)
InTR -0.0765
(-1.2127)
cons 79175 7.4915™ 7.1332°" 6.7614" 8.2330™  10.1642""
(19.8517)  (17.6902) (15.4221) (8.0131) (7.6757) (5.1363)
N 341 341 341 341 341 339
adj. R? 0.807 0.826 0.828 0.827 0.829 0.828
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7R 38 [ 2 BB AN E P R [l OFDI A SAIE [ A 0 AT 45 5 (W3 4.6) 7] LLTS
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# 4.6 RS GMM FIZE4> GMM

() &4 GMM ) (3)%7r GMM 4)
In In In In
L.In 0.7275%** 0.5371%** 1.2020%** 0.2812%**
(41.0272) (19.2999) (12.6142) (2.9981)
EPU -0.0007** -0.001 1 *** -0.0077%*** 0.0078%**
(-2.2634) (-2.8682) (-3.1337) (-3.7063)
GDP3 0.0558%*** 0.0858*%**
(11.7481) (5.4191)
Open -0.0017 0.0648%**
(-1.1340) (4.7382)
In 0.4415 0.9518*
(1.7145) (1.9562)
GDP 4 -0.0039 2.6569%**
(-0.0555) (5.5616)
In -0.0632 -5863%**
(-0.9718) (-3.3617)
_cons 2.9599%*x 5.2691%**
(20.5278) (3.4090)

N 307 305 285 285
Hansen 0.3837 0.1086 0.1804 0.2764
AR(1) 0.0291 0.0012 0.0021 0.0037
AR(2) 0.0763 0.0274 0.1208 0.1364
AR(3) 0.1784 0.1612
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£4.7 Z5 M EIHER

6] 2) 3) 4 (5) (6)
In In In In In In

L.In 1.2029" 1.1492" 0.4844™*  0.5931™" 0.2915™ 0.2812"*
(12.6142)  (9.3711)  (3.8823)  (7.7512)  (2.1350)  (2.9981)
EPU -0.0077°  -0.0076™"  -0.0095"" -0.0077" -0.0055" -0.0078"*
(-3.1337)  (-3.0663)  (-.0904)  (-.7323)  (-7623)  (-3.7063)
GDP3 0.0079 0.1799"" 0.0987" 0.0747" 0.0858""
(0.6575)  (3.8082)  (2.1553)  (2.6890)  (5.4191)
Open 0.0480™ 0.0155 0.0568"" 0.0648""
(2.3702)  (1.4223)  (3.1985)  (4.7382)

In 6.7969™ 0.7936 0.9518"
(2.1168)  (0.9131)  (1.9562)
GDPpc3 2.4207" 2.6569""
(3.5652)  (5.5616)
In -0.5863***
(-3.3617)

N 285 285 285 285 285 285

Hansen 0.1804 0.1138 0.462 0.1242 0.2268 0.2764

AR(1) 0.0021 0.0273 0.0110 0.0578 0.0103 0.0037

AR(2) 0.1208 0.1033 0.1437 0.5676 0.9716 0.1364
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AR R I RE T, BRBERTS 5 8 E B R KA, R EA 4R LR E
Fr. Mzt OB T B A, B A AR AR, RiE E LB BORA
B EVERETE— AN AL, P FE X A B BURE N B 0.78%. X [BIASERKR W], AE
I 22 5F R AN E PRI, 30 0 A BE, X BT AT SO SR . TR
BORAHE, AR08 E 25 BURANE TR, il sh R = G g ke 1l 582 WU . [
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2010 SENIN ] R, EELy I E] Bedt AT 204, ZRIEE ) EPU R8T S 462080, IR H.
B, SHTmA 2L e i AR ALE T AR R .
4.8 SRR EIAZR
6] )
2005—2010 2011—2020
In In

L.In 0.4373"* 0.5905™"
(4.7465) (3.4484)
EPU -0.0040™ -0.0097"
(-2.4642) (-1.7998)

GDP3 0.0408™ 0.0814"
(2.6881) (2.0072)

Open 0.0402" -0.0014
(2.2739) (-0.0193)

In 1.0776 1.8525
(0.7137) (0.8283)

GDPpc3 0.4066" -1.3638
(1.7747) (-1.1988)

In 0.0324 -0.0565
(0.5318) (-0.6159)
N 270 270

Hansen 0.3589 0.4117
AR(1) 0.0473 0.0344
AR(2) 0.1716 0.3991
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W TR E Sk,

4.9 AR AEIHER

A (1)ERH BT (2)i5 [H F11
Ina Inb
L.lna 0.7223*
(13.2436)
L.Inb 0.2796™
(21.4592)
EPU -0.0031™ -0.0020™"
(-2.8055) (-3.6163)
GDP 0.0057 0.0041
(0.9673) (1.6145)
Open 0.0251™ 0.0068™
(5.4473) (8.1638)
InGS -1.3211 0.0879
(-1.4167) (0.8697)
GDPpc 0.9797" 0.2030"
(9.6682) (4.8371)
InTR 0.0247 -0.0027
(0.6497) (-0.1426)
N 278 278
Hansen 0.1962 0.2892
AR(1) 0.0015 0.0025

AR(2) 0.3173 0.1079
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4.3 RREMIRE
® 4. 10 ¥nEHRERR
(D& () GMF=E 4)
1.2029"** 0.2812""
(12.6142) (2.9981)
L. 1.0208*** 0.9834""
(27.7352) (29.6346)
EPU -0.0077"" -0.0078""* -0.0038™ -0.0038""*
(-3.1337) (-3.7063) (-2.5757) (-3.4393)
GDP 0.0858%#* 0.0086*
(5.4191) (1.9901)
Open 0.0648%** 0.0030
(4.7382) (1.5879)
InGS 0.9518* 0.0567
(1.9562) (0.4031)
GDPpc 2.6569%** 0.0339
(5.5616) (0.6825)
InTR -0.5863%** -0.0030
(-3.3617) (-0.1344)
N 285 285 318 318
Hansen 0.1804 0.2764 0.2505 0.9324
AR(1) 0.0021 0.0037 0.0163 0.0192

AR(2) 0.1208 0.1364 0.9341 0.9380
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